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PREFACE 

One of the most critic.::tl areas facing the 94th Congress is the spiraling grov-,th of governmental transfer payoents -- particularly in the public assistance programs of this nation. Reform, to direct resources to those mos t critically in need, is long overdue. -· 

The following proposal, which concerns the nation's Food Stamp program, is the second in a series of proposals which will address the entire public assistance field: P..FDC, food stamps, Medicaid, Supplementary Security Inco;ne (the adult categories), and a numb2r of the ancillary progrdms administered by the Department of Health, Education, and V!elfare. 
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A GUIDE TO THE FOOD ST~P PROG~~ 

Food stamps are provided to both public assistance recipients (categorically, 
because they are pubiic assistance recipients) and non-public assistance 
recipients, on the_basis of their income. 

Three factors are.critical: coupon allotments, which are a monthly dollar 
based upon the Economy Diet Plan, issued by USDA; purchase requirements, which 
are varying amounts recipients have to pay for food stamps, depending upon their 
income; and, of course, the income of the applicant or recipient. 
have no purchase .requirement. 

Current food stamp law says that no one may pay more than 30% of their income for 
food stamps. This means every time the counon allotments are adjusted upward, bo 
eligibility and purchase requirements change, making more people eligible. 

The difference between the purchase requirement and the coupon allotment is the 
rtbonus value." The bonus value is funded 100% by the federal government, while 
administrative costs (the program is administered by states and counties, through 
their welfare departments) are shared 50-50. 

Applicants complete an application form; if eligible, they are issued an 
zation-to-purchase (ATP). With this and any purchase requirement, they secure f 
stamps either from welfare departments or contract issuing agents. 

Food stamps may be used for any food or food product ~~cept alcoholic beverages, 
tobacco, imported packaged foods, and imported meats or meat products. Redeemable 
in normal grocery outlets 1 the stamps are deposited like cash in banks, as are 
purchase requirement funds collected by issuing agents. 
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FOOD STf.11PS; A Program Virtually Out of Control 
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At the time the Congress first established the food stamp program 
1939, when it had a four-year life; again in 1961~ when it was established 
as a pilot project; and finally in 1964~ when the Food Stamp Act wa~ 
adopted -- there appeared little question that the intent was limited 
to two ba~:,ic purposes:. to assist the legitimately needy .of America in 
meeting their nutritional needs, and to assist in the problem of dis
position of agriculcural surpluses. 

In March of 1965, the food stamp caseload stood at 442,359. In March 
of 1975, just ten years later, it numbered 19,142,359.-- an incredible 
increase of 4,227%. Total expenditures mirror the caseload growth but 
are even more staggering: in fiscal 1965, the total expenditures for 
the food. stamp program were $36,353,797; in fiscal 1975, they are estimated 
to be almost $5.2 billion - an increase of 14,203%! 

The growth in the food stamp program is demonstrated equally sharply by 
the following statistics, which show the nllinbers of Americans 
who are receiving food stamps: 

1965 - One in 439 
1967 -One in 157 
1970 One in 47 
1973 One in 17 
1975 - One in 13 

The number of Americans who can be eligible for food stamps is even more 
startling •. Late in 1973, a report submitted to the Joint Economic Comrnitt 
of the Congress stated that, at the then-present growth rate, one out of 
every four Americans_ would be eligible for food stamps at least one month 
out of the year. 

By July 1974 that already occurred. In that month, 13.9 million Americans 
were receiving food stamps. Potential eligibles have been estimated to 
be 52.8 million persons - one fourth of the population of the country. 
That pattern continues into the present year: in June of 1975, it has 
been estimated there will be 21.8 million participants in the food stamp 
program, with 57.3 million potential! eligible-- again maintaining the 

* one in four ratio. [See Tables A & B at the end of this section.] 

There are those who take the above statistics and argue that 62% of the 
eligibles (21.8 million vs. 57.3 million) are not availing themselves of 
food stamps because they are not aware of the program and that, in turn, 
demonstrates the insufficiency of outreach efforts, suggesting that 62% 
of the people are somehow undernourished. 

* It may be argued that the potentially eligible figure does not take 
into account resource limits, and that assets owned may disqualify 
the applicant. The food stamp program, however, unlike the welfare 
program, contains no p~ohibition whatever against rearranging assets 
with the deliberate intent to qualify. 
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A more compelling reason for the disparity between the participants and 
the eligibles is the defective nature of the food stamp formula itself -
it is artificially making an increasing number of people eligible in the 
higher income brackets, who are not in fact in need, by any standard, 
of':nutritional assistance. 

The following paper will del;tonstrate how this occurs. 

Other significant statistics illustrate the point: 

• In July, 1974, over half (57%) of the potential eligibles had incomes 
above the poverty line 

• The estimate of 19.1 million recipients in fiscal 1975 compares 
with 12.8 million only a year ago 

• Between March and June of 1975, the caseload is expected to grow 
from 19.1 million to 21.8 million in just three months 

• When the eligibility levels and coupon allotments are again adjusted 
on July 1, 1975, it is expected that a substantial number of addi 
persons will qualify 

Equally of concern (and partially responsible for the above statistics) 
are the following facts: 

• There is no maximum income limit to qualify for food stamps 

• There is no minimum age for eligibility as a separate household 

• College students whose parents earn $100,000 a year may qualify 

• ~~jor items of personal property (boats,_airplanes, etc.) may be 
exempt from the resource limits 

• Money from a student under 18, irregular income from part-time jobs 
totalling less than $30 a month, and money from loans is not counted 
as income 

• Ownership of an expensive home actually helps one to qualify 

• Car payments, union dues, utilities, and a host of other deductions 
enable persons with high incomes to qualify 

• Sending a child to private school helps to assist in eligibility 

The reasons for the caseload increase, and the massive growth in expend! 
are not lost upon the taxpayer. He notes with increasing dissatisfaction 
the types of foods purchased with food stamps in the grocery check-out 
line. He reads full-page advertisements that tell him that persons earning 
$16,000 a year are eligible. He learns that assets may be rearranged to 
establish eligibility. He knows that welfare departments in college 
communities are jammed at the start of each semester with students who, 
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irrespective of their potential personal resources or the fact that they 
have exercised a personal choice for additional education in lieu of 
employment, have learned to take advantage of food stamps. He knows of 
group living arrangements wherein individuals have learned to manipulate 
the rules so that each may qualify separately for a full allotment of 
food stamps. 

More than anything else, he knows that none of these things are free -
that the middle-income taxpayer, himself faced with rising food costs, 
must not only make ends meet~ but must pay the increasing t<L"<es for .a 
$5.2 billion program that constitutes more than 60% of the entire Department 
of Agriculture budget. He finds it increasingly difficult to resist the· 
temptation to join those who have found their way to one of the nation's 
largest walfare programs. 

Meanwhile~ on the other side of the coin, legitimately needy recipients -
persons living on meager incomes, who must rely upon food stamps to 
augment their diets to secure adequate nutrition -- find the tax resources 
that might be directed to a more sufficient program totally conaumed by 
the caseload growth. They must subsist upon the so-called Economy Diet 
Plan. They must endure long waiting lines and processing delays. 

Meaningful reform, in the most complete and analytical sense possible> 
·is long overdue. The following paper suggests 41 specific proposals, in 
eight major problem areas, which Yill insure that resources are more 
properly allocated to persons in genuine need, that savings are realized 
for the taxpayer, and that significant progress is made in bringing 
both control and equity to the food stamp program. · 
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1965 1975 % INCREASE --------
PERSONS 442,359 19,11+2,1!~5 4,227% 
(HARCH) 

TOTAL 
EXPENDITURES $36,353,797 $5,200,000,000 l4,203r. 

AVERAGE NUHBER OF AH.ERICANS RECEIVING FOOD S'rA."fPS 

1965 - ONE IN 439 

1967 - ONE IN 157 

1970 - ONE IN 47 

1973 - ONE IN 17 

1975 - ONE IN 13 (ESTI~~TE) 

. REPORT TO JOINT ECONOHIC Co:1'111ITTEE E~3T rHATED THAT BY 1977, AT PRESENT GROHTH HATES, !~.t'£f~...:.TE n:_~B 
AMERICANS COULD BE ELIGIBLE TO RECEIVE FOOD STA..M.PS AT LEAST ONE HONTH. DURING THE YEAR • 

• ONE IN FOUR ALREADY POT~NTIALLY ELIGIBLE IN JULY 1974. 

. 57% OF POTENTIAL ELIGIBLES IN JULY 1974 HERE ABOVE POVERTY LINE 
.. 

• JANUARY 1975: ALL HOUSEHOLD SIZES EXCEPT ONE HAD K<\.XU!UM ELIGIBILITY LEVELS ABOVE POVERTY LIN!l -- ., 
AND BASED ON NET INCOME, AFTER GENEROUS DEDUCTIONS 
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PERSONS 

PARTICIPANTS 

ELIGIBLES 

% OF PARTICIPANTS 
TO ELIGIBLES 

% OF PARTICIPANTS 
TO TOTAL POPULATION 

% OF ELIGIBLES 
TO TOTAL POPULATION 

PARTICIPANTS VS. ELIGIBLES 
FOOD STAMP PROGRAM* 

JULY 1974 

13.9 million 

52.8 million 

26.3 % 

one in fifteen 

one in four 

JUNE 1975 

21.8 million 

57.3 million 

38.0 % 

one in ten 

one in four 

* * * * * * * * * * * * * * * * * * * * * 

AV~\GE MONTHLY BONUS VALUE PER HOUSEHOLD 
1974-75 

TOTAL BONUS VALUE COST 
19H-75 

TOTAL BONUS VALUE COST IF ALL ELir.IBLE 
· HOUSEHOLDS PARTICIPATED 

1974-75 

$66 

$4.6 billion 

$12.1 billion 

*•* * * * * * * * * * * * * * * * * * * * 

* BASED UPON DATA PROVIDED BY THE UNITED STATES 

• 



.. 
SUHHARY OF RECOHMENDATIONS 

EXP.h..:IDED ELIGIBILITY TO THE NON-NEEDY: PERSO!-lS WITH HIGH INCOMES 

• Base eligibility upon gross, rather than net, income 

• Prohibit eligibility on the pact of anyone whose gross income 
exceeds the official poverty indices, as established and defined 
by the Office of Management and Budget 

Base purchase requirements upon the percentage of income eA~ended 
for food by average household of same size and income ra~ge, with 
regional variations, as established by the most recent Co~"!cumer 

Expenditure Survey of Bureau of Labor Statistics, or 30%, whichever 
is less 

Adjust coupon allotments semi-annually by overall change in CPI, 
rather than food component alone 

• Adjust purchase requirements in same fashion 

• Place limitations upon property 

• Evaluate property on market value, not equity 

• Prohibit deliberate transfer of property 

• Eliminate categorical eligibility of public assistance recipients 

LEVEL OF BENEFITS TO THE GE~UINELY NEEDY 

• Substitute Low Cost Diet Plan for Economy Diet Plan·, raising coupon 
allotments by 29% 

• Reduce food stamp costs for the aged, with a $25 monthly income 
deduction 

ELIGIBILITY LOOPHOLES 

Establish minimum age as age of majority in state (to qualify as 
separate household) 

· Require able-bodied recipients with no children under six to 
register for work, engage in proven job search, and participate in 
community work training programs, if established by the States, as 
a condition of eligibility 

· Apply work registration and job search requirements to drug addicts 
and alcoholics who are involved in rehabilitation programs 

· Prohibit eligibility when there is voluntary termination of 
employment without good cause 



.. • Halt the current practice of not referring persons to employment 
where union membership is required 

• Preclude strikers from eligibility unless otherwise qualified 

• Eliminate eligibility of college student~ as voluntarily unemployed 

• Direct Secretary to establish precise criteria to preclude 
individuals living as one household from establishing eligibility 
as separate households 

• Require 100% assumption by federal government of alien costs, 
with referral system to INS to determine legal status 

• Require recognition, as income, of any other publicly funded 
program·Which provides cash or in-kind assistance to food stamp 
family for food or housing 

ADMINISTRATIVE COMPLEXITIES 

• Transfer program from USDA to HEW 

• Provide demonstration project authority 

• Redirect outreach to provide for nutritional education and assistanc 
and for more immediate receipt of and processing of applications, 
to relieve logjam and delays in processing; redirect funding 
to these purposes 

• Make public assistance withholding optional at discretion of local 
agency 

INSUFFICIENT CASH AND COUPON ACCOUNTABILITY 

• Require immediate certification of deposits made by issuing agents 
to local entities 

• Require fiscal sanctions against agents for failure to meet 
depositing requirements in a timely fashion 

• Identify all receipts as federal funds, and prohibit any use for 
individual or corporate profit 

• Revise coupon shipment procedures to insure local notification of 
time and quantity of coupon shipments, centrally compute adjustments 
to agents' orders and notify local entities of change in allotment 
tables, notify local entities when agents' order is adjusted, and 
assure that deliveries are made only to authorized persons 

• Institute federal/local monthly reconciliation of records 

• Require Postal Service to serve as issuing agents upon request of 
state and to assume normal liability of issuing agents 
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CRHi~~TAL ACTIVITIES (FRAUD, THEFI', COUNTERFEITIN~ BL...<\.CK MARKETING 
ACTIVITIES) AND LAX RECIPIENT IDENTIFICATION 

• Require photo identification card 

• Replace food stamp coupons with countersigned food stamp warrants 

• Provide 75% federal funding for the costs of investigations, 
prosecutions, collection of federal funds, and related activities 

• Require development of central clearing house of information and 
referral system to preclude recipients from receiving food stamps 
in more than one jurisdiction 

· Limit continuation for 30 days when recipient moves and require 
immediate reapplication and recertification 

• Require development of earnings clearance system to check actual 
earned income against income reported by households 

• Require monthly income reporting 

PT.JRPOSES OF PROGRAJ.'1 

• Permit choice of commodities or food stamps by local jurisdictions 

• Require Secretary to file annual report with Congress reviewing 
data collection status, quality control, and general character 
of program to insure cost/beneficial use of public funds for 
legitimately needy 

FUNPING 

·-set State participation in bonus value at same rate as AFDC, with 
system of "block grants" to States to offset added State costs 
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